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A Disequilibrium Model of Employment

and Inventories

Toru SAKAI

In the results of the Barro and Grossman model, the demand for
labor is independent of the real wage rate when a general excess of
supply exists.

The assumption of the B & G model, however, does not take
inventories into consideration so that the output is instantaneously
adjusted to the actual sales, i. e, the effective demand for goods.
This assumption ought to be relaxed in light of the reality of the
“disequilibrium” economy with production.

The purpose of this paper is to examine how the results of the B &
G model are modified when inventories are explicitly introduced into
their framework.

QOur result shows that the demand for labor is sensitive to the real
wage rate and increases when the latter is reduced. In other words,
the traditional Keynesian proposition is reinforced by the result of
our model.
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